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FINANCIAL HIGHLIGHTS

Net sales
Operating cash flow
EBITDA

Net {loss) income

Earnings (loss) per share
Total assets

Cash and cash equivalents
Longterm debt
Shareholders’ equity

Capital expenditures

[Dollars in thousands, except per share amounts) 28601 2000
$ 82,588 $ 68,105
$ (2,726) $ 1,244
$ 668 $ 3,888
EBITDA excluding in-process research and development $ 4,258 $ 3,888
$ (1,876) $ 730
Net income excluding in-process research and development § 742 $ 730
Weighted average shares — diluted (000s) 3%,6% 38,814
§ {0.19) $ 0.02
£192,891 $ 42,972
$ 48,787 $ 2,460
$ 2,200 $14,233
$ 77,871 $ 3,001
§ 2,434 $ 2,003
$ 66,527 $11,716

Working capital




OUR COMPANY

We are a leading worldwide company
providing advanced integrated X-ray systems
and complete solutions for molecular and
elemental analysis by X-ray diffraction and
X-ray fluorescence. Both techniques are non-
destructive and provide essential information
about the 3-dimensional structure of chemical
and biological molecules as well as structural
parameters and elemental composition infor-
mation of any type of solid or liquid materials.
Our products, which have particular applice-
tion in the life science and materials science
fields, provide our customers with the ability
to determine the structure of specific molecules,
such as proteins, and to characterize and
determine the composition and physical
properties of materials. Our integrated sys-
tems address multiple existing and emerging
markets, including:

° Drug discovery and development
° Siructural proteomics

o Advanced materials research

o |ndustrial process control

Our customers include biotechnology and
pharmaceutical companies, semiconductor
companies, raw material manufacturers,
chemical companies, academic institutions and
other businesses involved in materials analysis.
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PRESIDENT'S MESSAGE
C —

To our shareholders

It gives me great pieasure o report thai
Bruker AXS has experienced another excit-
ing year. We have successfully continued
our siralegy of focusing on the emerging
markets for high-throughput discovery

tools in siruciural pro‘eomics and advanced
materiais research. These efforis have
resuited in revenues of $82.6 million, ¢
21.3% increcse from our revenue in 2000.
Our gross margin percentage has increased
1.7% ane, exciuding non-recurring, non-
cash charges refaled to our PO and the
Nonius acauisiiion, we remainec profitable
despite our signilicant invesiment in R&D,
sales, support and operciions.

During 2001 we raised $85.5 million

in net proceeds inrough private invesiors
and our initia! public offering in December.
Other hignlighis include sirong new order
bookings growih and new siralegic alliances
witn Affinium™ Pharmaceuticals {formerly
Integrative Proteomics) and GeneFormatics,
poth siruciural projeomics companies.

Cur continved substantial invesiment in
reszarch ond development resulied in several
new nardware and soffware platforms includ-
ing ihe PROTEUM line of instruments for
high-hrougnou! 3D siructure delermination
o- biologica: compourds such as proteins.

in addiion, we have introduced the D4 and
S4 family of products for quality conirol in
indusiric! coplications. Bruker AXS' strong
commilment fo innovative customer-orienied
so'utions was evidenced in 2001 by, among
other things, wo prestigious R&D 100
awards. The PROTEUM 300 deteciion sys-
tem and the D8 DISCOVER for combinaiorial
screening of fioraries in life science and
advanced material research were recog-
nized by R&D magozine as wo of the 100
most technologically significant new producis
of the yeer. The recent efforts of our global
research and cevelopment leams provided

a &l complement of new producs for life
science, advanced material research and
inaustrial qualily conirol applications.







OUR CUSTOMERS

Our Market Opportunity

Our automated soluiions, based on X-ray tech-
nology, address the key needs of our customers
in the discovery of new drugs, drug targets and
new materials. The posigenomic era has turned
info the proteomics era which focuses on acquir-
ing comp'ete and detailed knowledge about the
funciions of proteins as poteniial drug targeis.
The function of proteins is sirongly related io
their 3-dimensional {3D) siruciure. Knowledge

of the 3D protein structure will enable pharme-
ceulical and biotech companies o design new
spacific drugs more efficiently than with the
application of medicinal chemisiry methods.

The race for faster and more specific drug
development hos begun, and Xray technology is
currently the only method providing unambiguous
3D siructures of proteins while complementing
technologies such as nuclear magnetic resonance
and in-silico siudies. We have focused our efforts
toward providing highly cutomated turn-key sys-
tems fhat cllow our customers to screen protein
crysials and fo ceterming their 3D sfruciure. In
addition, our life science systems allow our
customers ‘o determine the siruciure of drugs

or drug candidates in ine development process
ond the quality assurance process.

Scientists in advanced materials research have
very recently begun to apply combinatorial
methods, criginated from drug discovery, to aacek
erate development and design of new materials in
a rafional manner rather than by irial and error
methods. The application of the combinatoricl
screening metnod resulls in a significant gain in
development time as weli as a more specific and
targeted development approach.

The increased demand in quality assurance
across many indusiries has required the develop-
ment of tools that mest ihe growing quality and
process siandards. X+ay based instruments are
among the premier choices when it comes to
non-destruciive and fast analysis of compounds.

One key component of our product development
cycle is close collaboration and parinership with
our customers and siralegic pariners in their

specific markets.







OUR SOLUTIONS

Life Science / Pharma /
Academic Research

Rapid Protein Crystal Screening

Protein Structures

Drug Structures

Protein ~Drug Complexes

Small Molecule Structures

Molecular Research

Siruciural proteomics, as the fastest growing
segment in the proteomics market, provides

the largest growth opportunity for Bruker AXS.
Protein separation, purification and crysialliza-
tion technologies have evolved rapidiy over the
past years, and they can now be applied on

an automated indusirial scale. This evolution has
shifted the bott'eneck in the protein struciure deter-
minction process towards high-hroughput Xray
crystallography applied to protein crystal screen-
ing, final struciure soluiion and bioinformatics.

We are parinering with our customers and enter-
ing into sirciegic alliances fo develop solutions
which meet their highthroughput requiremenis.
As a result of these collaborations, we have
developed integrated solutions for protein crystal
screening and 3D struciure determination. We
have designed our solutions to be easily adopted
to the customer-specific environments by provid-
ing standard hardware and software inferfaces
as well as ihe engineering resources fo integrate
and customize based on specified requirements.

In 2001, we iniroduced the new PROTEUM
series of solutions for protein siructure
determination. The PROTEUM R, PROTEUM M
and PROTEUM 300 incorporate our latest
innovations in detectors, X-ray source, X-ray
optics and crystal cooling and are integrated
through our new PROTEUM sofiware suite.

We have received very positive feedback from
our customers on our new products and are in
consiant contact with them fo further improve
our solutions offerings.






OUR SOLUTIONS

Advanced Materials Research

Electronic Materials

Thin Films

Superconductors

Chemicals, Catalysts

Organic Materials, Drugs

Polymers

Metals

Nanomaterials

Automotive

Minerals and Mining

Raw Materials

Xray diffraction and X-roy fluorescence are
unique methods used lo cerive, in a nondesiruc
tive manner, information cbout the properties and
composifion of any kind of solid or liguid material.

The demand for faster and more focused rational
design of new materials with very specific prop-
erties has increased significantly in the last
decade. We have adapiad our X-ray fechnolo-
gies to allow our customers to more quickly
acquire belier knowledge about the siructure of
new materials and therefore use rational design
approaches rather than conventional tricland-
error methods. The initial adoption of combinato-
rial fechniques in materials research has created
an excellert opportunity for Bruker AXS to
deploy its technologies. In 2001, we introduced
the D8 DISCOVER for combinatorial screening
and this system is now widely used fo invesiigate
new matericls libraries in highthroughput research.

While our quality assurance applications are
mainly used in ccademic research, we are

also moving o providing more of these quality
assurance solutions for use in chemical, pharma-
ceutical, rew materials and metals indusiries

for incoming inspection and process control

and opfimization.

Our systems archifeciure, with modular herd-
ware and sofiware plotforms, enables us to
easily customize and provide automated and
infegrated solutions for opplications in lab and
process automation. Our recently introduced D4
ENDEAVOR Xray diffractometer has been pack-
oged with our S4 line of Xray spectrometers fo
provide combined systems for raw materials
quality and process conirol.
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OUR TECHNOLOCGQGY

Turning Technology Inte
Integrated Seolutions

We provide our customers with infegrated
solutions based on our cuiiing-edge core
technologies in:

X-ray Detection

X-ray Sources and Optics

Automated Sample Handling

Software and System Integration

Qur substantial investment in research and
development has enabled Bruker AXS engineers
and scientisis to develop technologies thai meat
the demanding highthroughput requirements of
our customers. More than 12% of our global
workforce is dedicated to developing innovative
technologies that will maintain our position as @
leading technology<driven company.

We have established four research and develop-
ment centers located in Madison/US, Karlsruha/
Germany, Delft/The Netherlands and Congleton/
UK. Our sirong in-house development groups are
parinering with academic institutions worldwide
as well as with leading industrial companies
such os Siemens, Fairchild Imaging Systems

anc Affinium™ Pharmaceuticals.

Our global platform strategy and the modular
sofiware and hardware component architecture
of our systems allows us to react guickly to
changing neads of our cusiomers. For example,
we developed our new D8 DISCOVER diffraction
system for combinaiorial screening applications
in material science and pharmaceutical indus-
iries in @ record fime of only six monihs. The
excellent market acceptance of this system is
evidenced by a 2001 R&D 100 award and

more than 30 orders since iis market launch.

Qur develooment groups work across locations
and follow sirict procedures fo ensure the highest
product quality and compliance with standards
such as SO 9001 ond 21 CFR part 11.

We are commitied to coniinued strong invest-
ment in innovative techrologies that provide
the best solutions for our customers in research
and industrial quality assurance.
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OUR PEOPLE

Our people are cur key assets

We sirive ‘o provide @ working environment that
mofivates our employees fo generaie innovative
ideas and turn those ideas into customer-oriented
solutions. Good interna! and exiernal communi-
cation, shering of company wide knowledge,
teamwork, mutual respect and continuous train-
ing are the key elements of our human resources
sirctegy. We are constanily adapting our organi-
zafon fo tae needs of the markets in & manner
tha® maximizes the talenis of our siaff. We are
struciured ‘o provide very few levels of hierarchy
so as fo ercourage our employees to take
responsibirty for their projecis and augmeni their
mo'ivation to succeed. This siruciure allows our
employees o better undersiand our business
strategy and helps ihem to make sound business
decisions every day.

By oroviding our employees with the opporiunity
to grow we create a climate of innovation and
an aftifude of success throughout the company.
Open communication and g “Customer First”
attitude ensures o positive focus on our cus-
tomers by every emnloyes, and with this preva-
lent attitude, we also coniribute o the successes
of our customers.







OUR PEOPLE

“The key for business success is having people from

different backgrounds and cultures working icgetner
for the efficient development, fabrication, selling and
support of innovative new crystallography solutions.”

- 2, Yice President Crystallography
Solutions/Bruker AXS Inc.

"Our financial organization is dedicated fo provid-
ing our management feams wiih fimely, accurate
and relevant information, allowing us to achieve
our financial goals while providing the highest
quality service and products fo our customers.”

e Neurae, CFO and Treasurer/Bruker AXS Inc.

TIRUT

“Moving the customer into the focus of our
activities is one of the keys for a successful
business today and in the future.”

r

TN

Yo% 7, Director Markefing and
R&D/Bruker AXS GmbH

"We are dedicated to pushing the frontiers of
xray difraction in order o provide powerful
new tocls for our customers.”

Zegar Durel, Chief Technology Officer and Vice
President, R&D and Engineering/Bruker AXS Inc.

“Our product line driven, dedicated sales force,
and customer support staff in afl major regions
will further ceeelerate our global growth.”

2l Xekrenn, Director Sales and Customer

Support/Bruker AXS Gmbi+

“We perform to realize profits while aiming for
industry leadership and increasing our economic
value-added. This gives us the entrepreneurial
independence which makes us a reliable partner.”
Zermerd Xeleduia’, Director Finance and

Operations/Bruer AXS GmbH

"It is important that Bruker AXS Ltd provides
individually-tailored local solutions as well as
addressing the global requirements of our
multi-national clients”

caremmy ¢, Managing Director/Bruker
AXS Ltd.

“We listen to the needs and requirements of our
customers and provide expertise in helping them
to choose the best solution. Continuous customer
loyalty is our measurement of success”.

& B Y AT MR,
Staven M. Pome

Grmarany, Vice President Sales
and Marketing/Bruker AXS Inc.

“Operational excellence, based on our ISO9001]
certified Guality System, enables us to deliver
the high quality products and services that our
customers expect.”

e Wiains, Sr. Vice President
Operations/Bruker AXS Inc.
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SELECTED FINANCIAL DATA

Consolidated/Combined Statement of Operations Data

Threz Mon*z
Yaar Ended Ended Year Zndad
Dacember 31, Decemozr 31, Sepizmaser 30, Szatzmbar 30,

o

K LG99

5

2000 2038 S9¢
{in tihousandls, except ner sacire da'c)

&
Nat! sale $82,588 $68,105 §12,792 851,894 857,24" R

~)

! LFyER L9577

S

=S 51,063 43,252 7,873 39,462

S
J
[°]
L
(@]
o~
N
|

31,525 24,853 4,979 22,432 22,274 -

7,744 5976 1,364 6,857 5,625 -
3,590 - - - - -

s ci‘ive 5,298 2,723 464, 3,009 3,190 -
v*g s se[mg 16, 792 4,000 2,877 12,654 13,598 -
'z ozercting stsenses 33,42 22,75C £4,7C5 22,570 22,42 -

5
I}
o
1}
[o)
@
~0

X

N
<
[96]
n)
A
~
w
~0)
0

|

sr exsenss lncoma) 34 158, 1871 9% -
@xzenses, »3t 133 915 217 937 -

iLoss} inceme before income ioxe 12,5467 1,245 42 278, 1,328 -
exnzInse Q6% 56 tg 5.5 -

Net [loss, incoms (1,377 72 C29! 24 ) oy

5,192 - - - - -
$ 17,402 $ 729 $ lLi2g $ 2 $ 7 -
5 [0.79 $ 002 $ 0.0 $ £.06 & 057 -

39,613 38,723 33,758 82,508 1,255 -
39,613 38,374 38,753 272,5C8 ., 233 -
Consolidated/Combined Balance Sheet Data
As cf As cf
Dzcembar 21, Sexzazer 30,
20010 2000 TogSR i AR
a3 § 48,787 & 2,48C & 1,847 & 2,765 S 2,058 & -
66,527 ERIVAY: 17,848 05,377 12,58C -
12,090 42,972 29,969 238,874 33,764 25,272
2,2CC 14,253 14,246 T4,870 1,354 3,284
77,375 2,007 72,483 Z 782 439 -

{

1} Tre informe.on includes ihe oparations of Norius Group sincs Azl 1, 2001, ihe dale of cequisiion aac refice’s iha initis! puslic offering vetich cecumrzad ox
Dacembor 14, 2001,

(2§ Refizcts a toee-monta fisca! period resulting fem a chaage in fiscal year fom Sepiember 20 to D2camber 31 in 1999,

! 1998 are pressriad on @ combined basis ¢ue fo i common owacrsaiz of Bruker AXS and Sruscr AXE GmbH, the lava:

Juia 1999,

informztio

]

4z minimum Informaiion required io be procentzd by $-X Iizm 3CT. Earsirgs | pcr share is not regu; er bzeause
; m Sizmens AG was noj 6 public company; inus, fhe information is nat presznizd, Ths additional selecizd financial cais prasenied
sr yzars was no! availahle lor 1997,




MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
ad ire :’ol.own,g cliscussion and Giysis of cur 5,625,000 shores <f ;'vc:""c'*'ﬁ creferred goct comveried
" con cifien anc resuiis of operciicns logether wiih into 6,923,077 shores of cormmen sicct (See “Neles o
¢ erng cur fincncial siclements and Finoncic Sicleman's” '“. ‘ervery 2002, tre vnderwiiizrs of

,_,: cearing elsewners in inis ennual report. This
onzilysis cosicing lorward-looking siaiemenis
vz righs, uncericiniies and assumplions. Our ecival
*ﬂs‘;! is may Cifer metericly fom those anhc;pa:"f‘ in ihese
ferwarcHooking siaterments as a result of many faciors,
including, but nct limited io, these set forih under “Faciors
Affeciing Our Business, O,ccrm ng Resulis and Financial
Condifion” and elsewhare in #his annval report.

OVERVIEW

We are ¢ izading worldwide develoser and provider of
covencss “‘"C'OxCQ' Xeray sys"”'N which provids solutions
for molecuier ang slzmenial cnc,ys s by X”Gy aiffraciion
end Xrcy w‘iuoresc”nce Ovr procicis, which have poriicular
copication in ihe drug d|<cov=ry anc matericls science
“ieias, provide our cusiomers wiin the ability fo cetermine the
siructure of specitic molecyles, s,ch as profsirs, ana fo char-
cclerize ond deferming the co"xoosuog, of maierials. Our
cuslomers ‘ncluds b oi=chro[o<y cnd pharmaceliical comoe-
nigs, semiconducior compenies, raw ma.er.czl mcnu»ccmmrs,
c.*.a:'*‘c G! cempanies, ccczac:r i ms‘ri‘ fions and ofer busi-
rzsses invoved n malericls analysis.

piemiber 1997, we did not engoge in any signili-
cent business overcions. 'n Cclober 1997, we and Bruxer
Prysik, one cf our cffilicles, purchased the anelyiical Xray
Susiness of Siemens AG. We aurchased the asseis and
cssumed the iiabilivies of Siemens’ U.S. business, end Bruker
73-ys’7' pu‘c'ﬂcrc} the slock ¢f Siemens’ German business,
w" er B usiness inen became 3ruker AXS Gmbdi. In connec-
fion wiln fnis cequisition, we eniered inio on agreement win
Siemens ;ursuc*‘"' %o waich S'erﬂms coniinues ‘o Drowde
cdminisirciive services, orincipely melcted o sy coy of inven-
oy T “c: is, fach ?y maintenance, pbrc.':as:r.g, saies cnd mai-
ling, humarn resources ond accounting. We are ironsifion-
ing oway from using Siemens' services ane fowards using
out own services when i is mere cost efective to co so.

In June 1999, we acguired cff of the shares of Bruker AXS
Gl vem Bruker Physik. The ironscciior represenied an

excaange beiwesn entiiies under common conirel and,

cecordingyy, ine assels acguired and fiobiliies assumed
have been accounted for ot historical cost in ¢ manner simi-
iar fo tnat of sooling-olinieresis accounting. As a resuit of
*ris aeguisition, for periods arior fo June 1999 our financicl

statements refiset the COi““bH"‘vQ accounis of us and Bruler
AXS GmoH. All significant |mc*-cor'1par\y fransactions have
besn elimincied in the combined siatements.

'~ Dacember 2001, we compieied an inific! public offering
of 9,080,3C0 siazres of our common siock o the public, o
< crice per share of $6.50. Wa received ret o‘ocneds of

$52.6 milion. Uzon the dlosing of the intiic! pullic offering,

c
! e
fne inlig

N

shic cftering exercised on overc. ciman! e3linn
to ourchase an ceeliona 1,350,000 shares o 36.50 cer
shere. We received nel siccseds of $8.7 mil

In Agril 2007, we acauirea \oA ivs BY. anc four o7 s
offilicies (’Nmi'!s”\ from Zeai® -ws:rumema NV, € Suken
compary, for aporoximaiely $6. 2m iaion, net of cosn
aeqLirse, § plus the assum Ap‘son of cpprexinaizly 1.8 milion
of deb! and additiona! rishilities of $4.3 milior. Nonius cre
its afiilictes speciclize in the davelopment, procucion ana
meraeiing of products and services for single crysict Mooy
diffraciion. Accerding'y, the Nonius operations wes corscl-
dated in the resulls since the dals O‘F the ccouisifion and haa
a stbstaniial imzect on our resuils for the year enced
Dazcember 37, /.CO i, As pert of the coquisiion, we enterag
inio a services cgreement for Jelf” instruments fo continve o
provida various servicas fo the aeguired business.

)

In conjunciion with the cc”uis’?im of Norius, we acauired

cericin ir- p"cccss researcn ond develonment (PR3

promc s. The first Dfo;ed relates fo rext generciion high

brifliancy optics end micro scurces. This ; proise! is focused

cn ine aevcloor* ent of lowzower (low energy consumation)

X—’cv whes with closely-coupled Xray oiics, which cre

2d & increcsing fhe seriormance of excensive end
gr mciniencnce rolating ancce generaliers. The oiimary

goc! ¢f this proisct is to deveiop the rignt combinalion of

G ?cc'nnolcc"cs in X—"cy tube erd ‘(-wy cr“ics.

T O
A
&l
15

fris OTO ‘g wou! d Z2 comp. msd
in 2002 and require on ccaifona! invesiment of 5233 OOO.
Ve believed this rroiect had ¢ value of coproimatiely
$1,257,0C0.

The second project reicies o hIG“. power niga o ance
rofotng enode generaicrs for biologica: crys clegroeny.
This proiec: is fecuses on increasing the perfermarce o
anede generaiors by ¢ fecter of two fo enciiz sicchemisls
fo soive siructures of bio.ogicai moiecules withcu? using
expensive synchroifon becin ines. limproved eecirenics,
elecizon opiics end hect CMIPJ on cm higher s:::ec ol
tion are the "ey objectives for this pr i Al he dale o:‘
acquisition, inis project was of‘proxmoﬁ'y 5C% como gle.
We estimated fhis project would be complsted in 2002 end
require an additional invesiment of $ .54,CCV. We helieved
this project had @ value of coproximately $1,077,0C0.

The third project relates fo high sensitivily large ares \.e?cc or
systems. The goat of ihis project is ‘o eniarge the size o
CCB-aased deleciors while improving their sensiviviy. The
research and development work is focusec on improvirg
CCD chips ana Xray converting prosphers crd  increcsing
the effectiveness of magnifying sys“@rﬂs such ¢s Foerizpers
or lenses. At the date of aequisition, this preieet wes cosrex
imately 70% compiete. We sstimated this pro‘ect wou'c b2
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co*m"-* ad n 2002 and reguire on addiiional invesiment of
$154,000. We believed this project hot @ volue of approxi-
mately $539,000.

The fourth project relcies fo ¢ next generation software piak-
form for dalt acquisition and processing. The godl of the
project is to develop new anc «"’lOd’—"‘l soffware archifecivre
io ailow sesy customizaiion and performance improvements
('nc:'viy glgor ms) of the data collection and siruciure solu-
fion sofwere. Cur fina! gocl will be io provide @ turnkey,
push | ai vs‘cx‘ocrc*‘"v 00! for the non<rysialiogre-
phers. AT i*e deie of ceadisilion, this :z'ogoo WGS GPPrOXi-
alely 70% comolsiz. Ve esiimelec 27GIEC! WL 'J 32
o T SOF D rmarmien o o s stmant ot
CO:‘.EC.Q:;\.', r 2002 cne :e‘_;ux-'-‘ cn additionc! invesiment of

¢7/ CC: sai

[ L

e seiieved fhis rolec had ¢ velus of eoaroxi-
:;7' 000,
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i~ cost of sales also includes apnroximately $0.6 million of
additiona! costs. The introduction of new cuiomation prod-
ucts accounizd for approximately $0.2 million of additiona
cos! and scrop cecounted for approximately $0.1 million.
We also incurred $0.3 million of unfavorable variances for
labor undercbsorption due o travel restrictions subsequent
to the Sepiernber 11, 2001 ferrorist aftecks; some of our
lebor force was not fully uiilized because they were unable
to travel fo cusiomers to install systems and service our prod-
ucts. The remainder of the cosi of sales increase was due
primarily to the overall growth of the number of system sales.
The gross margin on sales was 38.2% in 2001 compared
0 36.5% in 2000. The increase in gross margin was prima-
rily driven by procuct mix changes and cost reductions.
Specifically, we sold more shgie crysial diffraction and
material science syslems which have higher margins. The
cosi reductions were the result of standardizing production
processes at all manufaciuring locations.

RESEARCH AND DEVELOPMENT
Research end development excenses for the year ended
Decembar 31, 2001 increased $5.4 million, or 91.6%,
io $11.3 million (including in-process resecrch and develop-
ment cos*s) compared fo $5.9 miliion for the yeas ended
Dacember 31, 2000. Anproximaiely $3.6 miliion of this
ircrease was dus to the wrileo of | in-nrocess research and
development cos's reloted fo the acguisiiion of Nonius. As a
erceniage of e sales, resecrch and development expenses
increased fo 13.7% in the yeor endec December 31, 2001
wom 8. 7% in the year ended December 31, 2000. if we
eliminatz ihe effect of the Nonius cccwsnhow ;ne research
cnd development expenses as a percentege of net sales in
the year ended December 31, 2001 would have been 9.0%.
Tnis increcse in research and development exoenses s a
nercentage of net sales was duz io an exoansion of research
and developmen: projecis, which included increases in per-
sonnel, materials and supplies.

CGENERAL AND ADMINISTRATIVE

General ana caminisirative expenses for the yeor ended
Dzcamber 31, 2007 ‘ncreased $2.6 million, or 94.6%, to
$3.3 million comnarec io $2.7 miliion for the year ended
Jecempoer 31, 2000 Approximaizly $0.5 million of this
increase relales o the i '0'\ us ceouisiion. Approximatery
$0.3 miliion relaizd to the addition o{ new scles disiribution
sudsid: i sales, genercl and

udsiciaries. As < percenicge of ne
i

cd nrs?rc ive expansas were 6.4 /o in the yecr ended
Cecambar 3‘ 200 compared to 4.0% in 20CC. Tais
3?:‘5:53 nge crq anc adminisirative exoenses ¢s ¢ par-
caniage o f net sales was due fo an expansion of adminisire-
tive funclions, additioral systems coasulting cosis and
‘ncreasac execulive management exoense.

‘v"AR.’(ETI‘\”: AND SELLING

s for the year ended December
3%, 2\,0 crecses V? 7 “i "on, or 19.0%, o $16.8 milicn

compared jo $14.1 million for the year ended Decemoar 31,
2000. Aoprommc.ely .)O 1 miflion of this increase was due
fo the addifior of rew scles disiribuiion subsiciaries.
Approximately $1.3 million was due to tae addition of
Nonius' operaiions. The remainder of the increase was due
primarily fo additional adveriising and trode show exoense
related to product promotions. As a perceniage of net sales,
markefing ana selling expenses were 20.3% in the yecr
ended December 31, 2001 compared to 20.7% i the yeor
ended December 31, 2000C.

INTEREST EXPENSE (INCOME)

Interest expense decreased $783,000, or 85.5%, to
$133,000 for the year ended December 31, 2001
compared to $916,000 for ihe year ended December 31,
2000. The decrease was due to our reduction of 3' 6.9
million of deb? using the proceeds from our sale of oreferrec
stock and common stock. Addiiionally, we recognized inter-
esi income of $504,000 cnd $71,000 in the yecr ended
December 31, 2001 and 2000, respeciively. The increase
in inierest income was p*imarily the resuit of cash received
from our preferred stock and common siock oferings.

OTHER EXPENSE (INCOWME}

We recognized $314,000 of oiher expense for the year
ended December 31, 2001 cad $58,000 of o’r'rwr ’—xcom'\
for the year ended December 31, 2000. The decrease
2001 of $372,0C0 was primcrily due to the eu\,d o? for-
eign currency fluctuations.

FISCAL YEAR ENDED DECEMBER 31, 2000 COMPARED 7O
FISCAL YEAR ENDED SEPTEMBER 30, 1999

NET SALES

Nat sates increased $6.2 mittion, or 10, O%, io $68.1 mik
fion in 2000 compared to $61.9 miliion in u999 This
increase was due io furiner merie! panefralion of existing
products, new product infroductions and increased afer mar-
ket sales. Ampfoximci‘e!\/ $1.0 milion of this ‘ncrecse reloled
to the APEX product introduction. Aocroximcfeiy Q? 7 wil-
tion of this mcresse related ‘o fne cfier marke! scles increass
due prmopmy fo faz cad‘non of & rew disiioution su'>
sidiary. The increase in ne! seles wes mikigated by cuTr
fiuctuations experienced in 2000, which effectivaly red
our U.S. reporling revenues by $7.5 milion.

8_‘2

COS7T OF SALES

Cost of sales increased $3.8 millior, or 9.6%, ic $43.3
million in 2080 compared 'o $39.5 milion in 1999. The
gross margin on saies was 38.5% in 2080 comparee o
36.2% in 1999. The increase was due fo cerrasponaing
increases in naf sales.

RESEARCH AND DEVELOPMENT

Research and development expenses decreased $F

or 13.5%, to $5.9 million in 2000 compared io ¢ (; 2
in 1999. Approximately $9C0,0C0 of tre cecrease was
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OTHER EXPENSE (INCOME]

Ctrer income d*c* ccsed $33,0C0, or 17.9%, io $67,000

“or te inree mon ‘u:" d Deceroer 31, 1999 comparec
geriod in 1998. The decraase was

fe a%?,C O for the same
e o forsign currency fiuciuctions.

LIQUIDITY AND CAPITAL RESOURCES

As of December 37, 2007, we had cash and cash eguive-
.e’! s of $48.8 milion and working capitel wes $66.5

. Hisioricc'ly, we hove financed our growth through
¢ co.’.‘zo:nc;i’fon cf cebt financing ond the issuance of our
common cnd oreferred stock.

Suring the yeer ended December 31, 2001, we used $2.1
miliion of cash in operating achivities. Our use of cash was
orimeriy cue fo increasss in cecounis recsivable and inven-
‘ories related fo scles growih. These increases were periially
cffse! by increasas in current licbilities, primarily comprised
of cusiomer advancas. During the year ended December 31,
2000, we gener reied $1.2 million in cash how from opera-
Sons. This wes due o increased current lichiliies and ihe
elimination of resiricied cash. Specifically, accrued warraniy
increcsed dus io an increases number of sysiems in ihe field
cnd compensation licbililies increased due io the growth of
our business. Restricied cash decreased due io @ reduction in
the numiar of customers requiring bank gucrcniees. These
increased currer! lichilities end the eliminction of restricied
czsa were gar! ichy offset by increased aecounis receivable
cnd d sac! cccounts poyable. During the fnree monih
t::r'cd enaea Decam ber 31, "G99, we generaied $1.5 min-
jor. in cash Fow irom cperations. This was ‘O"‘E’“Gi’lly duz to
¢ reducion in accoun's eceiveale and increased
cusiom ol cevc ces due fo & '“g of cash poymenis from cus-
tomers. This was zorliclly offse by an increase in inveniory
cue ‘o firming of shipmenis and ar increase in resiriciec cash
io cover cusiomer advances. During the fiscal vear enced
Seateraer 30, 1999, we usec coo’o,\,ma:ciy $2017,000 of
cosh in operating cctiviiies. Working copiial changes, orime-
iy changes in currens iabilities and inveniory, accounted for
e "raio*:fy cf cash used in the period. Our cash use was
moricly ofset oy cash provided by changes in Geceounts
naycble cad cecounis recaivable

Cash fows used “or invesiing cctivities toicled $9.7 million

tor the yC'*' erdzd Dcc'\ma 31, 2007, $2.0 million for the

yzor enced December 31, 2C0C, $1.9 million for the three

Tonih perics ended Secember 31, 1999 and $3.3 million

for the yeer ended September 3C, 1999. lnvesiing aciivities
\ ~

‘rcicde acquisitions, invesimenis in other companies and

lG. SXD”i‘\z ieTes.

b used for coniia expe enditures was $2.4 million in the

r ended Decemper 31, 2001, $2. O miilien in the year

i 3', 20090, §1. 9 mis aon in the three monih
smoer 3:, 1999 and $3.71 million in the

S antembar 30, 1999. We made these

capital expendiiures fo improve productivity and exgand
manufacturing capacity. 'n oddition fo capiie! exoenditure
curing 2091, we acauired Nonius for $6.2 million, net of
cash acouirea, and made cash investments to'cling $1.0
million in conreciion with two srategic cliiences. No mater
al copital expenditure commitments were ouisiendirg as of
December 31 , 2001 excev: for the ourchase of the buiiding
and land in Kerlsruhe, Germeny. in Cciober 2001,

eniered info on agreameni o ourcnase our Kerlsruns,
Germany facility, iend and cdiacent iof ior apzrox mately
$6.6 million. We x"incnced this acquisition w preceeds
from our initial public offering, as "IISCUSS°Q oelow, end ©
$4.4 million morigage. The closing of ihis purchase occurrec
on Fe‘ofuczry 28, 2002. Wa expact io continue fo maie
capiial invesiments focused on enhancing the eiciency of
our operaiions and o suppor? our growin.

Cash tlows provided by finarcing ceiivities ‘oicled ‘358 2

millien for the yeor enced December 31, 200 c.w it c’ed
primarily nei prcceeds from i i issuance of oreferred stock
and common stock of $22. 3 il iltion and $52. é mivior,
respaciively, as discussed below. These cash infows Fom
fmcncmg actvifies were ocr.tczl'y offset by ret det? recayments
of $16.7 million. On Jcr'ucry 6, 2007, we quthorized and
sold 5,625,000 stares of Series A convertible areferred
stock generaiing gross oroceeds of $22.5 milfon. We use
these proceeds Tor worki g 'Ciphcl ne °QS, relirerent of
aooromma.«..y $5.8 miliion of debi cnc tre purchese of
Nonius. On 3’=c~mb~r i4, 2001, we ysswc and soc
9, OOO 000 sh:r'*s o: our common «’oc.\ for @58 S w ...n

o{"fe’l.,g We incurred $5 9 milion in offermc cos’s s
result of this ransaction. Uzon the ¢ csing o{ tha oiering,
all 5,625,000 shares of our recezmcole pre‘:"c'* stock
converiea into 6,923,077 sharas of common scc\ On

j 7 2002 H i,,. s Lo o :,_,:p.:,.‘i ., «. _
anucry 7, , the underwriters of the inlic! subiic olfer
ing exercised an over-c'lo.mﬁnﬂ odtion. As ¢ resu’, we
issued cmd soic 7,350,000 shares of our common siock for
$8.8 milion lor \)é 50 per share). We ircurred $C.6 mi
in Cosis Gs G .‘esu!? of this ransactor.

Currertly, we *cv\, boti longterm and shortderm dabt ou
sionding. As o December 3 T, 2007, our longerm deb!
from ¢ monk in the U.S. was §2.2 "r*i"to* Thed
on our Ecng~i‘er.. bl

‘erast ote

debi is variable basec on e Zonc Marx
Associaiion Municinal Swop ircex [1.95% ai Decarmber 3 :
2001). The long+erm deb’ malures in December 2013, As
of December 31, 2001, we alsc had shorierm borrowings
of $C.2 million from ¢ bank in Ge many cng $0.2 milion
from @ reicied pary. We aad unused borrowings undar our
lines of credit of approximeiely $5.0 million. The intares
raie on our shoriterm borrowings ranged frem 1.75% to
4.28%. n conneciion wiin some of our outslancing <,
we are requirec fo mainicin verious financicl ratics and
ofrer fmczncnca' criteria. Acditionai’ Y, we ore subi iect to

some resiriciive covenan’s that reotive sank conserl. £
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1. teuidity Jisclosures

We incluce ¢ discussion of liguidity and capitel resources in
Manegemeni’s Discussion and Analysis. More specifically,
FR61 reguires mercgement o consider ihe following io
‘cemify rencs, cemencs, commitments, evenis and uncer-
tairties faa! require disciosure:

a. Provisions in finencial gucrantees or commitmenis, debi
or lease agresmerts or ofher arrangements that could trigger
a requirernent for an early payment, additional collatercl
suppor?, changes in ferms, acceleration of maiurity, or the cre-
aiion of an cdditional finencial obligation, such as adverse
changes in fne registrani’s cradit rating, financial rafios, earn-
ings, cas~ fows, or sicck price, or changes in ihe value of
underlying, linked or indexed asse’s. Our lines of credit and
oiher debi insirument raquire us jo maintain certain financial
ratios fo compiy with the ierms of the agreement. As of
December 31, 2001, the latest measurement date, we were
in violatior with cer'ain covenanis and, cccordingly, we
colained & waiver from e financial institution. The financici
covenaris nave seen waived irough March 31, 2002 and
we are in negoticiions ‘o oblain an amendment with modified
covenarts. if we fail to obiain waivers on any of these provi-
sions, it could reguire the repayment of the amounts ouisianc-
ing {approximately $2.2 million os of December 31, 2001).
We clso hove bork guaraniess on our cusiomer advances
which impact the availability on our lines of credit.

o. Circumsionces could impair the regisirani’s ability o
continue fo ergage in irensactions that have been integral
tc historica! operations or are financially or operationally
essenticl, or that could render ihat activity commercially
impraciicable, such as the inability fo mcintain o specified
invesimen® grade credis rating, level of earnings, earnings
per share, financial rafios, or collateral. Our material risk
‘aclors cre disclosed in this Aanual Report. However, we are
not aware of anything that could reasonably be expecied to
imzair our adilily fo continue fc engage in our historical
sperafions & tnis fime.

c. Factors specific fo ihe registrant and its markets that the
registrant expects fo be given significant weighi in the deter-
mination of ihe registrant’s crecit rating or will otherwise
cffect the regisirant’s ability o raise shorterm and longterm
finarcing. Our material risk feciors are disciosed in this
Annual Report. However, we are not aware of anything that
could reasonably be given significent weight in the determi-
nation of our credit rating or will otherwise cffect our ability
fo raise snortierm and longerm financing.

We do not have any significant guarantees of debt or other
commitments to inird pariies.

. Writien opiions on non-finarcial assets {for example,
recl estate pu's). We do not have any writen oplions on
non-financia! assefs.

2. Of-Balance Sheet Arrangements

FR-61 indicaies that registranis snould consider the need o
provide disclosures concerning transactions, crrangemeanis
and other relationships with unconsolidaied entities or

other persons thai are reasonably likely to aifect motericlly
liquidity or the availability of, of requirements for, cepital
resources. We have no such arrangements that exist as

of December 31, 2001. Moreover, we do lecse various
asseis under operating leases. The aggregate peymanis
under operating leases are disclosec in Notes fo Financial
Siatements. Significant changes o lease comimitmenis occur-
ring in 2001 relate fo the acquisition of Nonius. Such leases
primarily include o production facility in The Natherlands.

in addition, a significant lease was termina'ed during 2002
as our Karlsruhe, Germany facility was purchasee from our
current lessor.

3. Disclosures about Conircctual Obligations and
Commercial Commitments

In FR-61, the SEC notes that current accounting standards
require disclosure concerning a regisirent’s ooligations and
commiiments fo make future paymenis under coniracls, such
as debt ond lease agreements, end under contingent com-
mitments, such as debt guaraniees. They also indicete thet
e disclosures responsive o inese requirements usuaily are
located in various paris of a registrant’s filings. The SEC
believes that investors would find it beneficia! if cggregated
information about confraciual obligations and commercial
commitments were provided in a singie locaiion so that o
total picture of obligations would be readily ovailadie. They
further suggested that one uselu! aid to presenting the tofal
picture of a registrani’s liquidity and capilel resouress and
the in‘egral role of on- and offbelence sheet arrangements
may be schedules of coniracival obligations ord commercici
commitments as of the laiest bolance sheat date.

We are no diiferent than most other registrants in tat our
disclosures are locaied in various parts of inis Annuc
Report, including Notes 10, 11, 12, 14, 15, 20 ¢crd 24
fo our financial staiements in our 2001 Arnual Report.
informetion in the following cble is in thousards as of

December 31, 2001.

, Less than Alter 5
Coniraciual obiigations Total 1 year 1-3 years 45 years years
Ovoerating leasa obligations $ 3,501 $ 1,259 $1,832 $410 $ -
long-erm debi 2,200 - 35¢C 190 1,660
Purchase of Karisruhe building 6,800 6,800 - - -
Other commiiment 2,300 2,300 - - -
otal $14,801 $10,359 $2,182 $ 600 $1,660
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FACTORS AFFECTING QUR BUSINESS, OPERATING
RESULTS AND FINANCIAL CONDITION

The .o//ow ag risk factors should be considered in con/unf
tion wiinh ine oiher informgtion included in ihis report. This
report moy include forwarcHooking sictemenis that involve
risks ond uncerfainties. in addition io those risk faciors dis-
cussed slsewnere in ikis repori, we ideniify ine following risk
faciors which could affect our aciual resulis and cause aciual
resulis fo ciffer materially from ihose in ihe forwardocking
slatsmenis.

If our prodiucts fail to achisve and susiain sufficient marker
accepiance, cur business may be significanily harmed.

ds

The commercicl success of our progucis desends 6n marker
accepiance of oyt procucis by biotechno fcgy ond shomme
ceu’r?c\w comzpenies ona research laboralor es We hg

only recenty com ..A‘cxcl‘y launched rany of our urren‘r
producis, cnc many of frese producis nave achisved o*'y
iimitea scies. We may il fo cchieve marse! accepiar o;"
our news? ;3'00u<:5 or susiain subsianiio: marke! aecepian
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Our success depends on our ability to operaie without
infringing or misappropriating the proprieiary righis
of others.

Our commercial success depends on avoiding ihe infringe-
ment of ofrer pariies’ pafents and proprieiary righis as well
cs avoiding fhe oreach of any licenses relating to our fech-
nologies and products. Given that there may be paienis of
which we are unaware, particularly in the U.S. where paient
applications are confidential, avoidance of paient infringe-
ment may be difficult. Various third-parties hold patents
which may relate io our fechnology, and we may be found
in the future to infringe these or other paients or proprietary
righis of third parties, either with oroducts we are currently
markefing or developing or with new products which we
may develop in the future. If a third party holding rights
under o patent successfully asserts an infringement claim
with respect fo any of our current or future products, we may
oe prevenied from manufacturing or marketing our infringing
product in the couniry or couniries covered by the patent we
infringe, unless we can obtain a license from the patent hold-
er. We may not be able to obtain the license on commercial-
ly reasonable terms, if ot cll, especially if the patent holder is
o cempetifor. In addition, even if we con obiain the license,
iv may bz non-exclusive, which will permit others o practice
the same fechnology licensed o us. We also may be
required o oy substantial damages fo the patent holder in
the event of an infringement. Under some circumstances in
ine U.S., hese damages could include damages equal to
triple the actual damages the patent holder incurs. If we
have supolied infringing products to third parties for market-
ing by them or licensed third parties io manufaciure, use or
market infringing producis, we may be obligaied io indemni-
fy these mird pariies for ary damages they may be required
fo pay to the patent holder and for any losses the third par-
fies may sustain inemselves as e result of losi sales or
Jicense payments they are required fo make to the paient
nolder. Any successful infringement action brought against us
may also acversely affect marketing of the infringing product
in other markets not covered by the infringement aciion, as
well as our marketing of other oroducts based on similar
technology. Furthermore, we will suffer adverse conse-
cuences from a successful infringement action against us
even if the action is subsecuenily reversed on appedl, nulli-
fied through another aciion o: resolved by seitlement with the
natent holder. The damages or other remedies awarded, if
any, may be significant. As @ result, any successful infringe-
meni action against us may narm our business.

We may be involved in lawsuits io profect or enforce our
patents inat are brought by us which could be expensive
end fime consuming.

Ia order to protect or enforce our pafent righis, we may initi-
aie paient Hligation against third parties; and we may be
simitarly suad by others. We may also become subject to

interference proceedings conducied in ine paient end rade
mark offices of various countries io determine the priority of
inveniions. The defense and prosecution, if necessary, of
intelleciual properiy suits, interference proceedings anc relak
ed legal and adminisiraiive proceedings is costy arnd diverls
our technical and management personnel from freir normai
responsibilities. We may not prevail in any of these suits. An
adverse defermination of any lifigation or defense proceed-
ings could put our paients at risk of being invalidated or
injerpreted narrowly and could put our patent applications af
risk of not issuing.

Furihermore, because of the substantial amount of discovery
required in connection with intellectual property litigation,
there is a risk that some of our confidential information could
be compromised by disclosure during this type of litigation.
In acdition, during the course of this kind of litigation, there
could be public announcemenis of the resulis of hecrings,
mofions or other interim proceedings or develooments in fne
litigation. If securities analysis or invesiors perceive these
results fo be negative, it could have o subsiartia! negative
effect on the trading price of our common siock.

If we are unable fo effectively protect our intellectual proper-
ty, third parties may use our fechnology, which could impair
our ability to compeie in our markets.

Our success will depend ir part on our ability to obiain and
maintain meaningful patent protection for our products
throughout the world. We seek patents o protect our iniellec-
tual property and to enhance our compsetitive position.
However, our presently pending or fulure patent epolications
may not issue as patents, cnd any paient issued fo s may
be challenged, invalidcied, held unenforceable or circum-
vented. Furthermore, the claims in patents which have been
issued, or which may be issued ‘o us in the future, may nof
be sufficiently broad to prevent tird parties from producing
compsting products. in addition, the laws of various foreign
countries in which we compeie may not protect our intelleciu-
al property to the same exieni as do ihe laws of the U.S. If
we fail to obiain adequate patent protection for our propri-
etary fechnology, our ability to compete would be impaired.
In addition fo patent protection, we also rely on orciection of
trade secrets, know-how and confidential and sroprietary
information. To mainiain the confidenticlity of tade secrets
and proprietery information, we generally seek ‘o enter info
confidentiality agreements with our employees, consuiicnts
and sirategic pariners upon ihe commencement of a relaiion-
ship with us. However, we may not obtain these agreements
in all circumstances. In the event of unauthorized use or gis-
closure of tais information, these agreements, even if
obiaired, may not provide mecningful proteciion for our
trade sacrefs or other confidential information. in addition,
adequaie remedizs may not exisi in the everi of unautho-
rized use or disclosure of this information. The ioss of expo-
sure of our frade secrefs and other prooriefary informeticn
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rates, wa connel pregict ing effec’s of excncwc ats fuctus-
fions unon out future ooeral ng resulis. Jo cale, we have

engages in only Jim mited 1 edging activities fo reduce this risk.

Becouse we nave subsidiaries and oparaiions in couniries
cutsic's the U.S., we are subjﬂci' io various infernational icx
risks which could adversel v affect our earnings.

We rove rumerous sussidiaries md oparclions oulside
the U.S., ead we are sublect fo internationa fox risks,
Dis-iputions of eornings and other poymernis received
from our subsicicries may be suolec fo wiinholding iaxes
!moos"c oy the couniries where they are operating or are
formed. If tnese foreign couniries do not have income fax
ireaties with fne um'red States or the coun'ries where our
su'osidic“ es cre incorporaied, we could be subjec lo high
roies of with nc'c.ro taxes on ihese disirioufions anc oay-
Ww:s \v*/c ceuld ciso be susiect to being loxed hwice on
nceme re'cies o cperciions in fhese nondrecly couniries.
3sccuse we are unctle lo reduce he faxcble income of one
cperging comoany by 0sses incurred Ly ano! n oarc*mo
. . cowhy, WE *"*y hove o higher
than thet of ofher compe-
oum” of the crecii thot we mey
ral irceme ‘ax for forsign incoma
man y imitgtions which may st ignificanily

‘axes is sun'ec! o
resirict our ¢oiliy fo claim ¢ cred’ for @l of “he foreign ioxes
we oay.

i we moie acguisitions, we may fail io auccessfuv'fy integraie
fachnclogies, persorne! cnd oo*rcnons, which could impede
revenue growis ond narm our Susingss.

if ezaropricie opporiuniies decome avalios's, we may
ccwfe addonci .ﬁ““ og iss, D*OCU"Ps o businesses fo
expend our ex! zrocuct finss anc tachnolo-
gies. These acauisiiions wouid exgoss Us e fisks incuding:

o ine cs:fm;' ‘E"ov* oF new fechnoicgies, operciions,
ies cnd versonnel;

o {re civarsion of “asources from our exisiing
business cnd fechnologies; anc

o e i"z:':iif"'y io generate revanues o offsel
cssociatec ccouisition cos's.

aisc resui in the issugnce ci" ditutive equily
InCUTTENCSe or assumohion of dsol or caciiions
oY) fw" c*e gmoriizaiion of CCO...iTCQ inicn-
actentic! susiness.

Demogas ic our manufeciuring facilities could adversaly

affect our asiliy io effeciively opsrate our business.

We ncinicin e *vcc uiing feciliies in Modison, Wisconsin,
Dek, ‘e Netherlonas ane Lonssure, Germery. Somage fo

cay of ihese fccili’.'ies cue lo fire, wcc:i"nv:, eart! .G..‘Q.(O or
other naiural discster, powe: loss, unauthorizes eniry or

other evenis could couse an interruch 0" in the produciion ¢f
our progucis. A oroionged inferrudiion in our manutaciuting
opergtions could have @ msierxcl cevarse 'mocct on our
co,l.y fo effe |ve1y ozerciz our business. Thez Insurance we
ncve ourencsed may nol be suFicient Io cover cny (osses

ncurred.

Pur opergiing resulis may fluciuate significantly, and any
failure o mest financial expaciations may disappoint secur'-
ties analysts or investors and result in @ decline in our com-
mon stock price.

Cur op crc"'?'tg resuils have fluciuaied in the sast, ond we
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders
of Bruker AXS Inc.:

in our opinion, the statements appearing on pages 32 through 50 of this report present fairly, in all material respects,
the financial position of Bruker AXS Inc. and its subsidiaries at December 31, 2001 and 2000, and the resulis of their
operations and their cash flows for the years ended December 31, 2001 and 2000, for the three month period ended
December 31, 1999 and for the year ended September 30, 1999, in conformity with accounting principles generaily
accepted in the United States of America. These financial statements are the responsibility of the Company's manage-
ment; our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits of these statements in accordance with auditing standards generally accepted in the United States of America,
which require that we plan and perform the audits to obtain reasonable assurance about whether the financial state-
ments are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant esiimates made

by management, and evaluating the overall financial siatement presentation. We believe that our audits provide a

reasonable basis for our opinion.

Poio A e FES

Milwaukee, Wisconsin
March 15, 2002, except for Note 11, as to which the date is March 25, 2002
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BRUKER AXS INC.

CONSOLIDATED BALANCE SHEETS

N
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$ 48,787,026
17,206,783
26,768,962

809,303
951,625
886,365
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N
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95,410,064

8,150,910

108,074
1,053,620

250,250
3,099,314
2,000,000
2,018,314

O V) 0 N Q0

0

35,592

$112,090,546

3 42,?/4,248

$ 241,957
229,180
7,415,956
20,995,538

28,882,631

2,200,000

3,437,058

548,304
79,135,021

(1,574,502}

(537,966)

u/U\;/ 543
7,762 530
3,570,774

77,570,857

$112,090,546
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BRUKER AXS
CONSOLIDATED/COMBINED

INC.

STATEMENTS OF

OPERATIONS

Thres Months

Year Enced Year Erced Ended Year Enczd
Decemoer 31, Dzcermber 31, December 31, Sepizmosr 30,
2001 2000 1999 1999
Consolidated Consolidaizd Consoiiaclec smoingc
Net sales $82,587,569 $68,104,607 $12,792,°55 £6:,8%3,829
Cost of sales 51,062,780 43,251 673 7,872,969 30,461,799
Gress profit 31,524,789 24,852,934 4979,786 22,£32,73C
Creroting expsnses:
Reseaich cne development 7,743,836 5,916,256 1,364,537 6,836,818
Ingrocess research and develcoment 3,590,000 - - -
Gensral ond administrative 5,298,356 2,722,805 463,773 3,0C9,14"
Markefing and sziing 16,792,047 14,110,512 2,877 024, 2,564,403
To'cl opzrating expenses 33,424,239 22,749,573 4,708,334 22,570,039
Crarafing {lcss) inceme (1,899,450} 2,103,356 2°3,632 77,929}
Otner exvense jincowe)
interest income {503,904) 17 487" - -
erest exsense - fird 378,070 583,087 151,3C9 197,420
Inizrest exzanse - related parly 258,580 404,648 67,370 533,639
Cirer excenss {incoma) 313,739 (58,°67) 87,.C20] 1330814
"oss} inceme beforz income loxes (2,345,935} 1,245,280 62,233 378,174
ircome {ox {oenefil} expense [969,492) 515,747 191 387 202,166}
Nei {loss} income (1,376,443) 729,533 {129,154 3,692
Converiizle sreferred siock cccreiion 833,129 - - -
zneficiol conversion feoiurs 5,192,308 - - -
Ne* [loss) incoma cveilable to common shareholders $(7,401,880) $ 729,533 § 1129,784) 23,992
Zernings [loss) per share
Besic $ 0.19) § 0.02 $ S. $ 0.00
Diuted $ 0.19) § 0.02 $ 02 § 0.0

grei pari of these financial siatements.

The cccomoanying noles Gre an inie




BRUKER AXS INC.
CONSOLIDATED/COMBINED STATE NTS OF SHAREHOLDERS’
EQUITY AND COMPREHENSIVE INCOME

Common Stock
Bruker AXS 3ruker AXS Additional Accumulaied Tolel
GmbH lnc. Paid-in Accuru.ated Comprehensive Sharenolders'
Shares Shares Amount Capital Deficit {loss] Incoms Zquily
Bclance ot Cctober 1, 1998 1 1,252,500 §$125,807 $ 2,073,528 § (822,43C; § 82,195 1,459,100
Issuance of common stock - 37,500,000 375,000 1,125,000 - - 1,5C9,000
Reorganization (1 - (113,282} (55,605) - - 168,887
Comprehensive [Loss) Income:
Nefincome - - - - 23,992 - 23,962
Foreign currency
iransialion cdiusiments - - - - - (34,499; 134,499
Nat comprehensive loss {10,5C7}
Balance o Sepiember 3C, 1999 - 38,752,500 387,525 3,142,923 (798,438) 47,696 2,779,706
Comprcnenssv: [Loss) fncome:
Ne! [oss - - - - {129,154} - 1129,154)
Foreign currency
ransiction cdiustments - - - - - [167,478) {767,418)
Net comprehensive loss 296,572,
Balance ot Decamber 31, 1999 - 38,752,50C 387,525 3,142,923 927,592 119,722 7,483,134
Stock compansation related
to siock ostions issued
fo nonemployaes - - - 17,148 - - 17,148
Comriehensive [Loss) incoma:
Ngt income - - - - 729,533 - 729,532
Fcr:—:ign curreney
ioticon edivsiments - - - - -~ 1229,755) 229,155)
\e. commreaensive income 530,378
3alance @t Ju:e'w*'\’B' 2030 - 38,752,500 387,525 3,160,077 {198,059} (348,877 3,030,640
Stock compensation reiaie
to sicek onlions issuza
0 NONEMD.OYeEES - - - 228,985 - - 278,985
SCI on refcled to
k oxliea - - - 28,572 - - 28,572
P elerred sicck accretion - - - {833,129} - - 833,129}
Issuance o. cor.mon stock in
inifa! pusiic offering,
ne of SSJC‘[CE cosis - 9,000,00C 0,000 52,515,047 - - 572,605,047
issuonce of common siock for
invasim *her companies - 154,761 1,548 998 447 - - 998,995
Conversion of receemab's
oreferred siock fo common stock - 6,922,077 69,237 23,037,034 - - 23,708,265
Comprahensive Loss) \ncome:
Net icss - - - - 11,376,443 - {1,376,443]
Foreign currency
.c*xs‘c ion CQtUS“!ﬂma - - - - - {147,343} 1T47,345)
e - - - - - {28,753 12C,05
Chznges i- eir valus o’ francial
: : desc
xa0sure,
$15,005 - - - - - 21,590 121,561}
Ne! compre~ansive oss 11,565,532)
3alance af Dzcemaer 31, 2001 -~ 54,830,338 $548,304 $79,135,02. $(i,574,5C $1537,9¢6) § 77,570,857
The accompanying noss are an nisgrel part of fiese finarncial siofemen




CONSOLIDATED/COMBINED

BRUKER AXS

INC.
STATEMENTS OF

CASH

FLOWS

Three Months

Year Ended Year Ended Ended Year Ended
December 31, Dacember 31, December 31, September 30,
2001 2000 1999 1999
Consolidated Consolidaied Consolidates Combined
Cash flows from operating activities:
Net {loss) income $(1,376,443) § 729533 § [(129,154) $ 23,992
Adjustments to reconcile net (loss) income
to cash flows from operating activities:
epreciation and amortization 2,881,328 1,726,145 431,839 1,057,636
Deferred income taxes {1,735,475) 240,603 161,049 (286,779}
Provision for doubiful accounts (91,583) 146,336 - 77,431
Stock compansation 257,557 17,148 ~ -
Write off of ccquired in-process ressarch and development 3,590,000 - ~ -
Charges in operating asseis and fiabilities:
Resiricted cash (108,074) 1,257,043 (1,257,043} -
Accounts recsivable (5.314,689) (3,571,121) 2,637,989 861,525
inventories (4,389,605) (1,268,019} (2,407,806} {7,344,485)
ther osseis and prepaid expenses (1,809,161} {179,016) (162,657) {336,772)
Accounis payable 1,955,182 [2,230,045) 179,565 1,032,697
Accrued pansion 505,339 253,385 89,270 (236,815)
Other current liabilities 3,509,458 4,122,316 1,959,502 (:,049,314)
Net cash (used in) provided by operating activities 2,126,166} 1,244,308 1,502,554 {200,884)
Cash fiows from investing activities:
Cash paid to affiliate for recrganization - - - (168,887}
Purchase of property and equipment (2,433,924) (2,003,268) (1,913,728) {3,105,873}
Invastment in ofhar companies (1,000,000) - - -
Acquisition of Nonius Group, net of cash acquired _ {6,235,547) - - -
Net cash used in invesiing activities _(9,669,471) {2,003,268) {1,913,728) (3,274,760)
Cash flows from financing activities:
(Repayment of)/proceeds from ‘ine of credit {5,108,261) 633,678 {309,561) {355,336)
Repaymeni of reloted parly debt (9,022,019) 451,815) (66,062) (1,387,617)
Issuance of relcted party debt 179,720 1,408,900 - 2,250,0C0
Repayment of longerm dzbt (2,746,937) - - -
Issuance of longterm debt - - - 2,200,0C0
Proceads from issuance of common stock, net of issuance costs 52,605,041 - - 1,500,0C0
Proceeds from issuance of preferred stock, net of issuance costs 22,273,136 - - -
Net cash provided by (used in) financing aciivities 58,180,680 1,590,763 (375,623} 4,207 047
Effect of exchange rale changes on cash (58,474) (212,989) {136,550} {34,5C3)
Net increase {decrease] in cash and cash equivalents 46,326,569 618,814 {923,347 696,9C0
Cash and cash eguivalents at beginning of year 2,460,457 1,841,643 2,764,990 2,068,090
Cash ond cash equivalents ot end of year $48,787,026 § 2,460,457 % 1,841,643 $ 2,764,990
Supplemental disclosure of cash fiow information:
Cash poid for interest $ 790505 § 750,248 $ 204,277 § 582,744
Coash poid for taxes 481,025 236,753 - 139,659
Noncash investing and financing activities:
Issuance of common stock for investments in other companies 999,995 - - -
Conversion of preferred stock to common siock 23,106,265 - - -
Convertible preferred stock aceretion 833,129 - - -

The cccomzanying notes are on integral part of these financial siaiemenis.
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NOTES TO FINANCIAL STATEMENTS
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NOTES TO FINANCIAL STATEMENTS

RESTRICTID CASH

Ceriain cusiomars require ihe Compeny o provide ¢ bank
gucrct?se on customer covo"vet Ganzrally, the lines of
crediit facilitote this requireme however, ‘0 ine extent
ine required guoronies xceeds ine local line of credit
ifily, ihe Company mainicins current resiricied cash
bc.onces.

1'*3 Commany is also required o mainicin o resiricted
cash om!mce which has oeen c!qss‘ﬂ d Gs noncurreni, as
c gucrontes for ihe lessor of the building locsted in Deld,
Tre Neiheriands throughout the lsase L

INVENTORIES

inventoriss are valued of standard cosis which aporoximate
ine lowar of cost, deferminea or a firsiin, firsiout pasis,

or marke’.

Inveniories include demensiraiion ecuipment which the
Compcz»‘.v orovidas fo current and potentia! customers and
is considered cvailable for sals. As of December 31, 2001
cnd 2000, dem ‘ms?. alion ecuipmeni in invenfory was

52,597,291 end §7,824, 147, respeciively. The Company
aworiizes iis Qe'norsiranm eoumnu..? over @ ihree year
n:noa Ameriization excans for demonsiration eguipment
wos $7,463,723, \>783 13, 218,051 and $309,091
ior the yaors end fed Decernbar 31, 2001 end 2000, for
*he three month seriod ended December 31, 1999 cad
for ine year endaed Sepiember 30, 1999, respeciively.

tvaniores clso includs enginesring inventory used in ore-
sroduction OFO"O'y;e units .for wmch an alternative future
use is gvei.acie. As of Decemiser 37, 2001 anc 2000,
fing ‘“ve"ﬁo‘:y was 5404,461 and §294,952,
respectively. Tne Company amortizes its engineering
‘nvenlory over g faree year period. Amoriization exvense
for engines: :"5 inveniory vees $217,708, $143,919,
$35,7 ?8 cnd \) 81, 602 for the years e,.eod Dﬁc\,f-”é::er
37,2807 a“c 2CCQ, for “'i’* three monrih period erded
Secemzer 37, 1999 anc for the yeer ended Sep emder
1999, reszectively. Engineering inventory used in research
anc cav \,.on“on, aciivities or for waich no aliernative
wiure use is cveilabie is exzensed as incuired.

,:-,-rO-nA

3

PROPERY AND ZQUIPMENT

Proverly cne ecuinment cre sicled of cost less aecumytated
lzprec giion anc emortization. Depreciciion and amorliza-
“en gre coceicled on g s ine basis over the astimaled

sa’ livas of the asse’s as follows:

.39 years

nery cre equipment .. ..5-10 ysars
Co*’\o.»?:r COUIZTRBM . ceverre vt e 3 years
Furnitvre on & EXUTES vverreeeeeee e, 5-10 years
LECsen0id IMATOVEMENIE eveieci e Lesser of 15 years

o the remaining ‘sase ferm

s_,\peno.mres which suos~c5"r'*fy xiend ine useld! ves

of asseis cre ceoiclized. Txpanditures for mai r“‘:mr'"
and reaairs cre charged cgeinst income cs incured.
Gains anc iosses recognize od on disposcis ore inciudsd
in other expense (m"o’we, in the Consciidared /Cemiinee
Siciements of Ol.,.,rcno“s Depreciation and amerizele
eXDENsE WCs $1 076,6§ 5/ 213, $°76,566 ere
$56'| 130 for the yﬂc:s ended Jec c*‘\'oer 31, 2C0;

and 2000, for the three momh ceriod e.r:ced

Sentember 30, 1999, respec?lve.y.

INTANGIRLES AND GOCDWIiL

Trademarxs and iradencmes anc goocwil, are amortized
using the st Gigh1-1ﬂ’= basis over 20 yeers. Accumiiated
cmoriization of rademarks and iradenamas wes $9,75C
and $0 o December 31, 2001 onc 2000, reszectively.
Accumlaied omortization of goodwill wes $174,7129
and $0 ai December 31, 2001 and 2000, rescectively.

IMPAIRMENT OF LONG-LIVED ASSZTS

The Company reviews long-lived asseis for imoairment,
in accordonce with Siatement of Financiai Accouriing
Stanaards {'SFAS”) No. 121, “Accouniing for the
tmpairment of Long-tived Assels ‘o e Disposad OF"
whanaver evenis o circumsicnees ingicele that fhe carrying
amount of an asset may 1ot be recoverasle. Assals are
wiitiendown to fair value when the carrying cosis exceed
this cmount. Any imeairment losses are defermined besed
upon estimated fulure cash flows and air values. To dete,
no such indicaiors of impairment hove been identified.

INVESTMENTS IN OTHEIR COMPANIES

lnvesimenis in ofer companies consis: of iwe treferred
equily securily inferesis. The securiiies co not nave reedily
determincble {air vaiues end the Comacny's ownership
interest in each of these individuc: comnaonias is ass

then 2C%. Accordingly, “rese invesiments cre cccounied
for under the cos! metnce of accounting. Tals metee
requires he Com pary io c~’od’cci'y evasale whelner

a ronemporery decrease in voive of fae invesiman! nas
cccurred, and if so, {0 wiile ine investmen! cown o s ne
reciizeble vawe,

CUSTOMER ADVANCES

Urder the \ems ard conciticns of con! '~C”*= vith carlain
cusiomsrs, the Company recuites an advence eposiy.
These caoosiis are recorcec as ¢ fichiily v revenue
is m*‘ocwzed on the 53 zcific coniraet,

WARRANTY COSTS AND DEFERRED REVENUE

The Company provides ¢ cne year perfs and .abor weranly
witn the ourchcse of equipment. The anliciagiec cos! fer fhis
one year warranly is c”'u"d upon recegriion of e sale
and is included as @ current . M‘m/ Tre CO"""'\/ ciso
offers to iis cusiomers extencad warren'y cna sarvice

SBRUKER
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NOTES TO FINANCIAL STATEMENTS
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NOTES TO FINANCIAL STATEMENTS

The accounting model for long-ived asseis to be disposed Inventories

of by sale coplies to all longHived assets, including f

¢isconiinued operaﬁons. SFAS No. 144 requires that inventories were comprised of the itoilowing;

those léng-ijv.ed alsse?ls be meq\sureﬁ at ‘?h?}‘lower o‘?icgr;rying Year Ended Decomber 31, 2001 2000
amount or {air value less cost o sell, whether reporied in ; -
continuing overations or in disconfinued opzra‘reizns. Raw Ta?enals $ 9783562 § 7,091,292
Therefore, discontinued operciions will no longer be W?rix-\n-process 6,262,804 5,908,136
measured at net realizable vaive or include cmounts for Finished goods 7,483,259 4,314,839
operating losses that have not e et accurred. SFAS No. 144 Service parts 3,239,277 2,827,608
ciso broacens the reporting of disconiinued opsrations io Total inveniories $26,768,962  $20,141,275
include cll components of cn enlity with operctions fhat can

2 distinguished from fhe rest of the enfity and that will be == .

efimém?eé from five ongoing operations Z’ the entity in a @ Property and Equipment

cisposai Fansaction. The =rovisions of this Statement cre

o Proparty cnd equipmeni were comprised of the following:
effecive for Fnencidl sc?cmcrvs issued for tiseel years

P e Year Ended December 31, 2001 23C0

ceginning affer December 15, 2001, and interim pericds

within these Fsccl years, wiih ecrly application encouragad. land $ 980,090 § 980,090

The Co:'t‘ocr‘y is evaluating E‘ha impach of SFAS Ne. 144 B“f”dmg and leasehold o

or. its restits cf operaiions and financia! position. {mprovemen’s 3,030,409 012,874
Mechinery anc scuipmen 2,994,595 2,099,120

RECLASSIFICATICONS Comouier ecuipment 2,275,284 1,872,170

Ceriain rec:ass. carons nave beer mads lo ihe financicl Furniture and fixtures 2,753,541 1,728,763

siatemenis of the prior periods fo conform to the current 12,033,919 9,693,017

year preseniaiica. Less accumulated depreciaiion

) and amortization (3,883,009) 2,977,256)

@ Accounts Receivable Properly and eguipment, net $8,150,910 $4,715,763

Accounis receivable were comorised cs follows:

Yecr Ended December 31, 2001 2000

Accounis receiveble $17,660,003 $12,617,449 —

Less allowancs for doubtiul @ Other Current Liabilities

accounis 1453,220) (610,368) Orher curreni Ligbitiies ware comprised of the fcliowing:

Accounis receivabis, nei $17,206,783  $12,007,061 R R R N B
Year Ended December 31, 2001 2000
Cusiomer acvancas $ 9,101,764 $ 4,808,452
Accrued compensciion 4,234,599 3,070,341
Accrued werranty 2,440,409 1,877,618
Dafarred revenue 2,938,470 2,563,597
Ciher 2,280,296 1,627,910
Total other current liabilites $20,995,538 $13,947,9'8

@ Other Expense (Income)

Cirer excense [income) wos comprised of the icilowing:

Three Monfas

Year Ended Year Ended Ended Vzar Enced
December 31, December 31, Decembar 31, Septembar 30,
2001 2000 1999 1999
Exchange losses {gains) on forzign
currency fransaciions $150,289 $(205,136) $148,764) 5{188,914)
Denreciation {opnreciation) of the fair
value of fincncic! instrumenis 163,450 146,969 {18,236} 1741,9CC)
To'a! o'her expense {income} $313,739 $ {58,167) $167,00C) $1330,814}

RUKER
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NOTES TO FINANCIAL STATEMENTS

Accumulated Other Comprehensive Loss

Accumu.giss cingr COMDIEnensive (0ss was comorises of

13 TC.owing:

~

Yza: Znasd Dzcamisze 35, 2001 20C0

$ (496,222) $(348,877)

rangielion eciusimen

(20,153) -

, 22 of foxe (21,591) -
ol cecumiie’za other
comarensnshe [oss $ (537 ,960) $1348,877!
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NOTES TO FINANCIAL STATEMENTS

~e folg !'*'" urcudited n'o Sring income sigtemant information
81 t \.GUISﬁ CT‘ ‘Q'C«‘ "G‘(O" C«G Gs O
P ”‘C Oi C"C" (o33 “}"” oe nOC«S ores i‘}"O in GCCOFQGT‘.C witn
/-\\_cwn ng rincip “‘ﬂ Bu!ic{:n 16, "Business Combinciions.

“zar Erdzc Dzzomaer 31, 2001 20C0
Netscles $84,583,043 $77,916,564
Net loss $11,668,575) $ (1,435,142)
Zasic sornings (.0ss; per shcre $ 0oy § {0.04)
Diluted ecrnings loss) per share § 0.9 § {0.04)
“ha unorelisc ©ro forme comdines income siclement

‘nfermeiion has ceen draperst fof
cry eno maoy no! e Hd’"c“’ve ct
TCTLY WOUIC RIVe Tesuie
1 e seginning of the oerio

"g resuiis gk may oCCur SLOSE

\“M’w 7znfs s“ccc rom Daift Insirumenis. As part of the pur-
'"cv‘ agreamant wiin Oelft Instruments, Nonius entered ino
~ict ond serv! ° cgresmen's fcr 20 months. The services
provided by Zelft instrumsn’s include facilily meintenance,
telechone and sysiems networks, payroll and other hardiing.

The Compeny enfered inie o lease cwcam nt for @ new
focitity in D', The Netherlenas fo replace the renfel agree
ment witn D2l Insirumenits, The Com..cmys curren’ opara-
sions in Delit will be trans’erred to this new focility in May
2002. As of December 31, 2001, the renicl and service
fze recognizes since the scouisition was $269,753.

10 | Leases
(=

Certain venic'zs, office equioment and buildings are leased
der cgrsemen’. tha! are cecounied for as ov-cnng

ot

en’ cl xpense under ope g 1ETSeS WES

izgses. Tolai 7
5‘,542,957 085 894, $387, 975 ang $1,443,951
Kol s e

e
"
[6]
(723

cec Dacemer 31, 2001 and 2000, for the
three menth ceﬁcd ended Dﬂca'nbcr 33, 1999 and for fre
year ended Sepiember 30, 1999, respectively.

Fuiure mininum lecse paymanis under non-cancelable oper-
oling icoses o December 31, 2001 were os foliows:

..... .$ 1,258,807
e . . e 753,913
O O U PO PP PP UIUPUOPORPRRP PRI 616,747
............................................................ 461,443

............................................................ £39,943
3 v $ 3,5C0,853

il Debt

Tre Company's non-slaied pery dsbt odlgeticns consisted
of ihe following:

Year cnded Decemzar 31, 2001 2000
Lanceskreditbank Bacen Wurtiamazerg

Forderungsansiali LAKRA) niote coyan'e $ - $2,854,543
Siaz of Wisconsin indusiric

revenue ponds 2,200,000  2,2CCCT0
longerm ronelated parly cabt $2,200,000 §5,054,543

The note “cyobl. {0 .oncees

Forasrun csa*s.di \_A'.(IA" :r.
AG cnd Sresdrar Bank AC we s e g 2 ‘.L'
wifa grocescs frem the i
was 5..3% and recuired ¢

“m..\ ~nhzr 733

the Stcie of Wisconsin in 1999 and are co"af' sreizec by
the refoed buiiding in Mcdisor, Wisconsin. The '_Nnd
require poymanis of varying cmounis commancing in ZC04.

e inierest rale is variable bosed on fae 2ong Micre!
Associction .V\wzcmc' Swep lndex (1.95% ¢i December 31,
2001} ond is paid moriny. Yhe Compary nas on
rafe swop which has been designeied es o hedge.
Co"\oany cays a 4.6% ixec rale of nfered! crd racs!
o varicbie rale of interesi basso on fae 3ond Marke!
Asssciciion Numcmcz. S\wp "*Cﬁx The certract has a $2.2
mition notional value which cecrecsss 'n cozunction with
ine IR3 payment schedule uniil the swe ena k3 cgreemenis
termingie in Decembar Z013. The fair vaive of the swap,
obicined fom decler quote s, is an unrealized "cts of'

$70,753 ard $34,157 o Dacember 31, 2007 end 2009,
"eSD"CnV’“\/ Interesi payments ec'—‘—zvao'ﬁ and Dczy ::e)
urder ‘he ‘arms of the swap czm accrued over fhe oeriod
ane are reated as an ociusimen’ fo interes! expense.

Annual maturities of iong-ierm norrelcies sarly debi cre as
follows:

2002.......... et $ —
2003 i, e ——————— —_
200 i e 170,000
2005 e e 180,000
2008 e 190,CC0
RGBT v veeee v e eeee e e eee e 1,660,000
$ 2,200,000

The 13 ceniains various financial and other covenan’s. The
most resiriciive covenanis cre ¢ maximum cdebt fo cou"y rato
ond 6 maximum inierest coverage ratio. As of Decamber 31,
2C01, the Comcmy was in violation with ceria’n covenanls
anc, cccoremg!y, fhe Comamy oblcined o waiver frem the
financial institviion. The #noncial coveranis have bzen waive
through March 31, 2002 and the Co*nm*-y s in regeticlicns
jo obloin an c‘nandmem with medified coveranis.
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NOTES TO
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| Income Taxes

Significant components of the provision for income taxes were as follows:

Threz Months

Year Ended Year Ended Erded Year Ended
December 31, December 31, December 31, September 30,
2001 2000 1999 1999
Current:
Federal $ 11,997 $112,698 $ 75439 $ (11,800)
State 27,316 9,656 6,686 110,576}
Foreign 726,670 152,790 {51,787} 6,989
765,983 275,144 30,338 115,387)
Deferred:
Federal (1,649,157) 13,984 {107,901} (47,623,
State (203,525) (23,944 (16,135 15,734}
Foreign 117,207 250,563 279,085 1229,422)
(1,735,475} 240,603 161,049 {286,779)
income tax {benefii} expense $ (969,492}  $515747  $ 191,387  ${302,166)

Temporary cifferences ara carryforwards which gave rise to deferred iox assets and liabililies consisted of the following:

Year Ended Dacember 31, 2001 2CC0
Current deferred incoms taxes:
Accounis receivable $ 23,191 $ 15116
Inventories 573,409 103,425
Woarranly raserve 276,597 160,0C0
Ciher current licbilities (217,846) -
Compensation 186,701 21,240
Other 71,419) (11,169)
Revenue recognition 115,732 -
Toiai curreni deferred income tex asset 886,365 318,612
Long - term deferred income faxes:
Property and ecuipment (201,095) (127, 217)
intangible assefs 1,236,642 -
Accrued pension 267,943 256,346
Other - 32,882
Tax credits 610,503 203,581
Nei operating loss carryforwards 104,321 -
Total fong - term deferred income fax asset 2,018,314 365,592
Toial deferred income fax asser $2,904,679 § 684,204

A reconciliation between the reporied income lox {benefii) expense and he "sderal siatulory rate icllows:

Taree Monthns

Year Ended Yecr Ended Ended Year Ended
Dacember 31, December 31, December 31, Septemser 30,
2001 2000 1999 1999
Fecerai s'aiulory rate $ (797,620) $ 409,635 $ 21,782 $ 97,361
State income taxes, net of federa! banefits (221,302) 2,970 2,967 10,300}
Foraign tax expense, at different raies and foreign losses without tax benefits 112,651 121,110 203,609 '43,189)
Research and devalopment tax credis {110,000} {132,300) (83,271} (194,913}
Mea's and entercinment 96,316 40,629 13,387 39,616
Ctrer (49,537 3,703 32,913 3,983
$ (969,492) $515,747 $197,387 $(302,1566!

NERUKER —
s O
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nas elecisc o

recognize the impeci on the projected benefit obligation when aciual experience differs from aciu

cricl assuma-

fions on cn immediate besis. The Company recognized aciuarial gains of approximately $53,000, $75,000, $C end
$332,000 for the years ended December 31, 2007 and 2000, for the ihree monih period ended December 37, 1999 and for

ine year enced Seprember 30, 1999, respaciively.

The folowing provides a reconciliaiion of ihe funded staius of the plan:

Year Ended Dzcember 31, 2001 2000
Chenge in banc® ebllgaien
Benefit obligation at beginning of year $2,962,179 $2,915,490
Service cost 386,160 169,925
Interest cost 173,497 164,025
Benefits paid (2,375) (3,258)
Recognized aciuarial gain {53,039) (74,957}
Currency franslation adjustment (130,440) (209,046)
Berefit obligation ot end of year $3,335,982 $2,962,179
2001 2000
air vaive of plan gssets af beginring of year $ - $ -
Employer coniributions 2,375 3,258
Benefits paid (2,375) {3,258}
Fair valse of pion asseis of end of yeor $ - $ -
Funded status $(3.335,982) $12,962,179)
Unrecognized amendment gain {101,076) {108,595)
Accrued banefit cost $(3,437,058) $!3,070,774)

Three Months

Year Ended Year Ended Ended Year Ended
December 31, December 31, Decembar 31, Sentember 30,
2001 2000 1999 1999
nel pared bendfl cosh
Sarvice cost $386,160 $169,925 $ 47,985 $ 18C,712
ierest cost 173,497 164,025 45,518 193,326
Recognizea aciuarici gein (53,039) {74,957) - '331,899)
Amoriization (2,732) (2,854} (3,175} -
Net period bene® cost $503,886 $256,13% $90,328 S 42,139
Three Months
Year Endzd Year Endec Ended Vear Endad
December 31, December 31, December 31, Sentember 30,
2001 2000 1999 1999
6.25% 6.25% 6.25% 6.25%
Zxzacied rafurn on assals 0% C% 0% C%
Reiz of comoensaticn increase 3.00% 3.00% 3.00% 1.5C%
The Compony mainiains or sponsors various defined contribution refirement plms frat cover domestic and fereign em yces
The Ccmpary may moke coniribuiions o these plans at its discrefion. Retirerment benelils earned are generat iy s T YETrs

of service an CO"\CO”"G:!O“ ourmg active emp! oymeri E!:gibilliy is generally delermined in accordance with loca! sighulory

.’CC.; remenis, CW\.VO: the

vel of benefiis and terms of vesting moy very amorg plars. The Company conriouied $336,827,
y vary

$379,615, $57,085 and *3'90 533 for the years ended December 37, 2001 ana 2000, for the three morth sericd ended

Decemoer 37, 1999 and for ihe yeor ended Seotember 30, 1999, resoectivaly.

£
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NOTES TO FINANCIAL STATEMENTS

Options Outstanding

Options Exercisable

Weighted Average

Range of Number Remaining Weighted Average Number Weighied Average
Exercise Prices Outstanding Contractual Life Exercise Price Exercisable Exerc'se Price
$1.76 642,250 8.33 $1.76 - $ -
4.00-5.00 886,000 9.23 4.33 14,790 £.50
6.00-7.00 145,000 9.84 6.36 - -
1,673,250

The Company accounis for stock-based compensation fo
employees, including outside direciors, using the intrinsic value
method prescrited in Accounting Principles Board Opinion
No. 25, “Accounting for Stock Issued to Employees,” and
reloted interpretaiions. The Company has adopted fhe
disclosure only provisions of SFAS No. 123 for stock-based
compensaticn fo emoloyees. Accordingly, no compensaiion
cest has teen recognized for options granted fo employees
under the 2000 siock opism clon, Hcd compensation cost
bean deiermined based on the fair value ot the grant date
for all awerds in 2000 consisient with the provisions of SFAS
No. 123, the Compary's pro forma net income and earn-
ings per share would have been as presented beiow:

Year Ended December 31, 2001 2000
Nat (i0ss) income $(1,861,728) $695,118
Basic earnings [loss) per share $ (.20} $ 0.02
Diluted earnings {loss) per share  $ (0.20) $ 002

The fair value of each option granted is estimated on the
date of grant using the Biac -Scholes option-pricing model
with the follewing assumptions:

Year Ended Dacamber 31, 2001 2000
Dividend yield - -
Expacted stock price volatiliy 65% 15%
Risk-ree interest rate 3.06-4.98% 5.11%
Expacted lifz of option-years 3.0-5.0 3.0-50

Tre weighted average groni date fair value of oplions granted
during 2001 ard 2000 were $2.18 and $0.65, respeciively.

On August 6, 2001, ihe Compeny accelerated the vesting
schedule of stock options o purchase 100,000 shares of
common stock. No compensation cost has been recognized
for this modificaiion.

On November 7, 200 the Comoaﬂy aceeleraied the vesting
schedule of a siock op?=on to surchase 50,000 shares of com-
mon stock. Compensation cosi of $28,572 was recognized

for the year ended December 31, 2001 for this moditiction

since ihe stock option would have been ‘orfeited otherwise.

INITIAL PUBLIC OFFERING

On December 14, 2001, the Company issued and sold
9,000,000 shares of its common stock for $58,5C0,000

{or $6.50 per share) in conjunciicn with ifs initicl public offering.

The Co*naony incurred $5,894,959 in oﬁ'erinc cos“s as a
result of this iransaction. Upon the closing of the offering, dll
5,625,000 shares of redsemable p*e‘errad siock converte
into 6,923,077 shares of common stock (Nofe 16).

On Jjanuary 7, 2002, the underwriters of the ‘nificl public
offering exercised an over-alloiment option. As & resul, the
Compczny issued and sold 1,350,000 shares of its commen
sicck for $8,775,000 (or $6.50 per shcire) Th" Cempany
incurred $638,919 in cosis as @ result of fais fransaction.

STOCK ISSUANCE AND STOCK SPLT

In November 1998, ihe Company issted and so!cﬁ
1,500,000 shares of common sieck ot a price of $1.00

per share resulling in gross procesds of $1,500,0CC.

On Maich 31, 2C00, the 3card of Direciors of the Company
authorized @ iwe‘ny fiveforone stock so'it in the form of @
siock dividend. Sharenolcers of record recelved iweniy-four

addifional shores of common siock for every share thay owned.
All common shares and per share dofa in fre cccomzenying
financic! sictemenis have been restated to reffect the siock
split. As such, subsequent fo the sfock spiit, the siock isssance
was adiusied io 37,500,000 shares of common siock.

PREFERRED STOCK

The Company’s Second Amended and Restated Ceriificaie
of Incorporciion oumor'zes the Board of Directors o issue up
io 5,000,0C0 shares of dlank Check Preferred Stock with o
par value of $0.01 per share in one or more series withou!
sharehoider approval. The Boord of Direciers ¢lso has dis-
crefion jo determine the dividend rights and terms, conver-
sion rights, voting righis, redemption righis and terms, fgqu-
dation preferences and cny other righis, oreferencas, privi-
leges anc restrictions applicable fo each series of the ore-
ferred siock. There were no preferred shares issued or out-
sianding ct December 31, 2001 and 2000.
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Z{ Segment Information

The Company operaies in one

The Company operaies primarily from three olanis, Madison, Wisconsin, Kcrlsrune, Ccrmony, and Delf, Tae

‘ndustry sngmem os a producer of service sysiems and compleie solutions in Xray instrumeniclion.
Na'reriends. The

Compary supplies produci io o broad range of end user markes, including academics, government, ana scientific research.

Net sales are ofiributed to geographic segm
o b’ v g

ents based on the location of ihe cusiomer.

“he following represents ine Compeny’s geographic segments:
Threz Months
Year Ended Year Ended Ended Year Ended
December 37, December 31, December 31, Sentember 30,
20017 2000 1999 1999
Net sales:
Nostr Amarice $25,203,223  $20,579,941 $ 3,675,555 $16,835,152
Cearmany 13,204,000 12,069,566 3,091,981 12,797,470
Cther Europe 27,362,402 20,000,299 3,458,408 14,331,736
Other Foreign 16,817,944 15,454,801 2,566,270 ©,929,571
“oicl $ 82,587,569  § 68,104,607 $12,792,155 $67,893,929
.ongHived assets [yearend):
Norih America $ 5,272,517 $ 5,181,563 $ 4,496,677 $ 2,957,599
Germany 2,131,335 1,235,603 1,017,603 900,364
Otkrer Europe 4,011,887 274,313 162,156 167,885
Crrer Foreign 84,735 24,282 - -
To'al $ 11,500,474 $ 6,715,761 $ 5,700,430 § 4,025,848

Cier Zurope primarily includes the United Kingdom, france, lioly, Spain, Beigivm, The Neiheriands, Scandirevic, Pclend,
Russia, Hurgery, Slovenie, Switzerlend ond Ausiria. Cther Foreign inciudes cil ofer couniries not included witnin North
America, Germeny or Ciher Zurope.

22! Transition Period Comparative Data
Tre folewing lable presers certain fnancic! information for
tsg faree montas ended Secember 31, 1999 and 1998,
respecively:
Three Months Ended December 31, 1999 1998
{Uncuditad)

Nzt Sales $12,792,155 $14,526,422
Gross Profit $ 4,919,186 $ 4,508,913
‘ncome loss) bafore income taxes § 62,233 § (1,105,391}
income 'ox expensz (benefit) 191,387 {£37,073)
Nat loss {129,154) (668,318)
Ecrrings 'oss\ p&r common share

frsic and diluted) $ 000 § (0.05)
\.nghhe everage common

shares oulsiencing 38,752,500 13,752,501

SERUKER
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123, Quarterly Financial Data (Unaudited)

The summaiion of wa, scrnings lloss) ser share does ot egucie Yo the calcuiction for ine
ioss)

fosvse

cclevictions are nerformec on G discrate basis.

a

full fisec! year, s

guarieny

'

Merch 31 june 30 Sepember 3C Cecember Toig.

280"
Net scles $18,845,484  $20,208,053 $21,192,047  $22,341,985  $82,587,569
Gross profit 7,132,370 7,758,784 7,708,397 8,925,238 31,524,789
Net inceme [loss) 264,439 (1,836,990) 40,073 156,035 (1,376,443)
Net loss availct!s 'o common shareholders {105,423) {1,634,009) (266,328) (5,396,120} (7,401,880}
Basic earaings floss, par share 0.00 (0.04) (0.01) {0.13) {0.19}
Diluted earnings floss) ner shcre 0.00 (0.04) {0.01) {0.13) 0.19)
9500
Net saies $18,112,305 $16,595,245 $16,409,084 $16,987,973 $68,1C4,607
Gross profit 6,458,331 5,297,320 5,621,865 7,475,418 24,852,934
Nei income [ioss] 296,357 {1C,C13) 20,096 £23,093 729,533
Net income ['oss) cvailable o

cormon shoreholders 296,357 {10,013} 20,0956 423,093 729,533
3asic earnings per share C.01 0.Co G.C0 0.Ci 0.02
Diluiec earnings 2er share C.01 0.60 0.00 0.01 0.02
@ Subsequent Events
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CORPORATE INFORMATION

Board of Directors and Executive Officers

fMeoriin Haase, Ph.D.
President and CEO, Bruker AXS Inc.

Frank H. Loukien, Ph.D.

Chairman of the Board and Director, Bruker AXS Inc.
Serves as President and Director, Bruker BioSpin Corporation,
Billerica, MA, an offiliate of Bruker AXS Inc.

John B. Bourke
Chief Financial Officer and Treasurer, Bruker AXS Inc.

Kline Wilkins
Senior Vice President, Operations, Bruker AXS Inc.

Richard M. Stein
Secretary, Bruker AXS Inc.
Attorney, Hutchins, Wheeler & Dittmar, Boston MA

Lieuwe Boskma
Vice President of Crystallography Solutions, Bruker AXS Inc.
Managing Director, Bruker Nonius B.V.

Roger Durst, Ph.D.
Chief Technology Officer, Bruker AXS Inc.

Rolf R. Hofmann
Director of Sales and Customer Support, Bruker AXS GmbH

Frank Burgézy, Ph.D.
Director of Research and Development and Marketing,
Bruker AXS GmbH

Bernard J. Kolodziej
Director of Finance and Operations, Bruker AXS GmbH

Jeremy Leaq, Ph.D.
Managing Director, Bruker AXS Ud.

Brandon B. Andries
Director, Bruker AXS Inc.
Partner, Virchow, Krause & Company, LLP

Taylor J. Creuch
Director, Bruker AXS Inc.
President and CEQ, Variagenics, Inc.

Daniel S. Dross
Director, Bruker AXS Inc.
Partner, Thomas Weisel Partners Group LLC

Jay T. Flatley
Director, Bruker AXS Inc.
President and CEO, Hlumina, Inc.

Tony W. Keller, Ph.D.
Director, Bruker AXS Inc.

Managing Director, Bruker Analytik, an affiliate of
Bruker AXS Inc.

Richard Kniss

Director, Bruker AXS Inc.

Former Senior Vice President and General Manager, Agilent
Technologies, Chemical Analysis Group

Steven M. Pomerantz
Vice President Sales and Marketing, Brunker AXS Inc.

Market for Registrants’ Common Equity
and Related Shareholder Matters

Our common stock has been quoted on the Nasdag
National Market under the symbol “BAXS” since December
14, 2001, Prior to that time, there was no public market for
the common stock. The following table sefs forth for the peri-
od indicated, the high and low sale prices for the common
stock as reported on the Nasdag National Market.

e High o low
Fourth Quarter 2001

(from December 14, 2001) $6.80 $6.25
First Quarter 2002

(through March 20, 2002) $7.16 $3.75

As of March 20, 2002, there were approximately 28 holders
of record and approximately 2,100 beneficial owners of
our common stock. The closing share price of our common
stock on March 20, 2002, as reported by the Nasdag
National Market, was $4.00.

We have never declared or paid cash dividends on our capital
stock. We currently anticipate that we will retain all avail-
able funds for use in our business and do not anticipate
paying any cash dividends in the foreseeable future.

Annual Meeting

The Annual Meeting of Stockholders will be held at
2:00 p.m. on May 7, 2002 at the offices of Hutchins,
Wheeler & Dittmar, 101 Federal Street,

Boston, MA.

independent Accountants

PricewaterhouseCoopers LLP
100 East Wisconsin Avenue
Milwaukee, W1 53202

Legal Counsel

Hutchins, Wheeler & Dittmar
101 Federal Street
Boston, MA 02110

Transfer Agent and Registrar

American Stock Transfer & Trust Company
59 Maiden Lane
New York, NY 10038

Investor Relations / Form 10-K

A copy of the Company’s Form 10X for the year ended
December 31, 2001 is available without charge upon
written request fo:

Chief Financial Officer
Bruker AXS Inc.

5465 East Cheryl Parkway
Madison, Wi 53711




3RUKER ADVANCED X-RAY SOLUTIONS

BRUKER AXS INC.

5465 EAST CHERYL PARKWAY
MADISON,WI 53711
- USA

. S TEL {+1)] (800) 234- XRAY
e L e T TEL. {+1} (608) 276-3000
T FAX (+1) (608) 276-3006
www.bruker-axs.com
E-mail: info@bruker-axs.com

BRUKER NONIUS B.V.

COSTSINGEL 209
PO BOX 811, 2600 AV DELFT
THE NETHERLANDS

TEL (+31) 1521524 00
FAX [+31) 1521525 00
www.Bruker-nonius.com
E-mail: info@bruker-nonius.com

BRUKER AXS GmbH

OSTUCHE RHEINBRUCKENSTR. 49
D-76187 KARLSRUHE
GERMANY

TEL {+49] (721) 595-2888
FAX. (+49) (721) 595-4587
www.bruker-axs.de

E-mail: info@brukeraxs.de




